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Abstract 
The study aims at formulating an integrated concept of financial statements in accordance with sustainable development spirit. It 
employs sustainable development accountability, a concept of business people who are aware of their accountability to advance 
corporate sustainability by which they work to extend the life expectancy of ecosystems, societies and economies. By adopting this 
concept, business organizations could declare their involvement in sustainable development agenda. The study finds that the 
reconceptualized financial statements should explicitly declare economic, social and environmental aspects as the elements of 
financial statements. It also suggests adoption of this idea in accounting policy making. 
© 2015 The Authors. Published by Elsevier Ltd. 
Peer-review under responsibility of the Organizing Committee of the 2nd GCBSS-2015. 
Keywords: economic; environment; financial statements; integrated reporting; social; sustainable development. 
1. Introduction 
Rio Summit held in 1991 has dictated that accounting should take a crucial role in global agenda named sustainable 
development (SD). As a discipline takes place at the center stage of business information system, accounting is 
expected to support and promote involvements of business organization in SD agenda. This includes involvement of 
business organization in sustaining its business activities and, at the same time, sustaining its most important assets, 
i.e., social community and ecological environment. According to Gray and Bebbington (1996) the central argument 
behind this quest is “that accounting is pivotal to the capture or re-capture of the sustainability agenda.” However, 
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some experts recognize a phenomenon indicating an unsuccessful acceptance of SD spirit in sustainability reporting 
practices. 
Gray (2002), for instance, argued the theorization of conventional accounting was deficient as it had failed to 
identify that social and environment accounts were missing from its conception of the world. These deficiencies could 
be overcome by transforming current structure of financial statements to comply with SD thought. The transformation 
should be intended to put SD spirit at the center stage of accounting discipline (Gray, 2002). Efforts intended to 
respond to the demand for transformation of financial statements has appeared as the emergence of corporate social 
responsibility and sustainability reporting practices (GRI, 2006, 2011, 2013). However, these approaches are placing 
corporate sustainability information in disclosure of financial statements or separate reports. These practices are 
conceptually not consistent with the idea of placing SD spirit at the heart of accounting information and analysis. 
An important question raised in this study can be stated as “how is the conception of financial statements that is in 
accordance with the spirit of SD?” The idea behind this question is that the spirit of SD should be embedded in 
financial statements, instead of placing it as extra reports. This study is expected to contribute to the fields of business 
in its effort to built long-term, integrated and holistic view of business strategy. Another contribution might be traced 
to the field of accounting. Accounting policy makers and standard setters might consider the idea proposed in this 
study in building conceptual framework for financial reporting and accounting standards. 
2. Toward integration 
There are growing demands toward integration of corporate sustainability information and traditional financial 
statements. In fulfilling these needs, accountants should utilize their ability and expertise. Sustainability initiatives are 
becoming increasingly popular and utilizing accountants’ expertise could become an important weapon in strategic 
integration of sustainability initiatives (Ballou et al., 2012). The traditional reporting model was developed for an 
industrial world. Consequently, it continues to play a valuable role with respect to stewardship of financial capital. 
According to International Integrated Reporting Committee (IIRC), the traditional model of reporting mainly focuses 
on a relatively narrow account of historical financial performance and it main concern is on the value creation process 
conducted by business organizations (2011:4). If it is not transformed, the traditional model could hamper the efforts 
intended toward integrated reporting. For those reasons, some organizations have started their efforts to build a 
conceptual framework for integrated reporting, including IIRC and A4S. 
IIRC attempts to build a framework for integrated reporting that combines the most material elements of 
information currently reported in separate reporting strands (financial, management commentary, governance and 
remuneration, and sustainability) in a coherent whole (2011:6). The core objective of the International Integrated 
Reporting Framework outlined by IIRC is to guide organizations in communicating the broad set of information 
needed by investors and other stakeholders (2011:2). By utilizing the information, investors and other stakeholders 
should be able to assess the organization’s long-term prospects in a clear, concise, connected, and comparable format. 
This will enable those organizations, their investors and others to adopt better short-term and long-term decisions. 
The importance of a framework for broader and longer-term sustainability considerations has also gained important 
attention from the Accounting for Sustainability Project (A4S). This framework is intended to facilitate integration 
and connection of sustainability considerations with traditional accounting measurements. In a broader sense, A4S 
arrived at recommendations addressing two issues. Firstly, a guidance to embed sustainability into day-to-day 
processes, and secondly, a proposal on new Connected Reporting Framework intended to encourage and facilitate 
clear, concise, and comparable sustainability reporting (2015:ii). According to Prince of Wales, the initiator of A4S, 
organizations’ survival and prosperity at the age of sustainability revolution highly depend on their commitment to 
environmental, social, and ethical management practices (A4S, 2015:1). In another report, A4S also mention the need 
for better accounting model that must become part of business venture toward sustainability practices (A4S, 2012:ii). 
This model should be able to integrate traditional reporting requirements and corporate sustainability information. 
Considerations and recommendations made both by IIRC and A4S clearly present the existence of need to perform 
transformation of the current structure of financial statements to comply with SD thought. This transformative action 
should be preceded by transformation in spirit gained through educational process. This concept can be learned from 
Basic Scheme of Critical Social Science (Fay, 1987). 
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3. Theory of Transformative Action 
Theory of Transformative Action is one part of a single theory in Basic Scheme of Critical Social Science (Dillard, 
1991; Fay, 1987:32). According to Fay (1987:31-32) critical social science is a single theory comprising of four 
interrelated parts. Theory of false consciousness (the first part) explains that most people are unaware that they live 
under domination (Fay, 1987:31). People are dominated by a certain way of seeing the world, which is believed as 
appropriate in their surrounding social structure. By explaining the origins of false consciousness as well as the 
circumstances that permit its perpetuation, the theory addresses the ways self-understanding is false (Dillard, 1991). 
The occurrence and condition of false consciousness can be traced to the existence of asymmetry of power and interest 
in modern society that leads to domination, alienation, discrimination, and silencing (Alvesson & Skoldberg, 
2000:110; Chwastiak & Young, 2003). Theory of crises (the second part) elaborates the nature and causes of crisis 
inherent in a social system (Fay, 1987:31). Since dominant perceptions have been maintained by social structures, its 
interaction with state of false consciousness as experienced by individual people will lead to the occurrence of social 
instability and possibly crisis (Dillard, 1991). 
The third part is theory of education. This theory explains attempts needed by people in order to overcome the 
existence of social instability and crisis in their social structure (Fay, 1987: 32). Soon after feeling disturbed by 
heightened situation of crisis, people will be forced to gain understanding and build shared beliefs that the situation 
needs to be altered (Dillard, 1991). Theory of transformative action is the fourth part of basic scheme of critical social 
science. In previous stages, people are forced to be aware that they must transform the way they live, if they are willing 
to move toward emancipation (Fay, 1987:32). This theory sets forth an action plan indicating how, and by whose 
actions, transformation to be realized (Dillard, 1991). The ability of people in achieving emancipation is dictated by 
the intensity of transformation in spirit gathered during the period of education. 
Basic Scheme of Critical Social Science, as briefly discussed above, clearly elaborates that transformative action 
is a follow-up step as the consequences of previous three consecutive stages (Fay, 1987:32). It also must be guided by 
transformed consciousness gained through educational process. Consistent with this thought, transformative action 
directed toward the integration of corporate sustainability information and traditional financial statements must be 
guided by a blue print derived from SD spirit. 
4. A Blue-print for Financial Statements Reconceptualization 
The history of SD was started in 1972, when United Nations Conference on Human Environment (UNCHE) held 
in Stockholm. SD, then, has been forwarded and declared as a global agenda in 1987 by World Commission on 
Environment and Development (WCED). Since then, SD has been attracting people from many disciplines. For 
accounting, discussions on SD could be traced, at least, to the work of Gray & Bebbington (1996), Elkington (1997), 
and Gray (2002, 2010). Gray (2002), for instance, discussed efforts that should be taken to make accounting put more 
concern on sustainability, as required by Rio Summit. Since SD is an important agenda for human being, accounting 
profession is required to seriously involve in it. SD is a global agenda intended to achieve a goal that can be stated as 
“to meet the needs of the present without compromising the ability of future generations to meet their own needs” 
(Brundtland, 1987; GRI, 2006:2, 2011:2; WCED, 1987:54). 
SD can also be considered as an agenda for change requiring involvement of people all over the world. 
Johannesburg Declaration on Sustainable Development (WSSD, 2002:1) clearly mentioned that we should assume a 
collective responsibility to advance and strengthen the pillars of sustainable development, namely economic 
development, social development, and environmental protection at all levels. This requirement implies that business 
community including accounting people cannot be exempted from this important task. GRI (2006:2, 2011:2) is also 
stressing that organizations of all kinds have an important role to play in achieving SD goal. Some might argue that 
SD is still a controversial issue in business field (Aras & Crowther, 2008; Giddings et al., 2002). However, SD surely 
is an important thought to guide business decisions and activities. As stated by Visser et al (2010, p. 115), the idea of 
corporate sustainability is better understood as the field of thinking and practicing by which business organizations 
work to extend the life expectancy of ecosystems, societies, and economies. For that reason, SD should be adopted as 
guidance underlying business activities to contribute to the evolution of equitable and sustainable communities and 
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societies (WSSD, 2002:4).  
In achieving corporate sustainability, business organizations should take into account not only the economic aspect, 
but also social and environmental considerations. An approach to business activities adopting a narrow attention only 
on the economic aspect cannot be furthered. As practical guidance, business organizations might refer to the notion 
clearly mentioned in ‘Our Common Future’, which states: “what is needed now is a new era of economic growth; 
growth that is forceful and at the same time socially and environmentally sustainable” (WCED, 1987:14). The same 
emphasis is also given by WSSD (2002:1) that “we assume a collective responsibility to advance and strengthen the 
interdependent and mutually reinforcing pillars of sustainable development.” Article 5 of WSSD report clearly 
mentioned that these pillars are economic development, social development, and environmental protection at the local, 
national and global level (2002:1). 
An excellent lesson from Fay’s Basic Scheme of Critical Social Science (1987:32) tells us that transformative 
actions are dictated by transformation in spirit gathered during the educational process. Accordingly, transformation 
directed toward integration of corporate sustainability information and traditional financial statements must be guided 
by a blue print derived from SD spirit. It provides guidance stating transformation should be directed toward 
harmonization through integration. This idea dictates (1) achievement of SD goal requires participation and commonly 
actions; and (2) each development policy should consider the integration of all SD pillars namely economic, society, 
and environment. In other words, human beings should bear economic, social, and environmental accountabilities, or 
could be simply stated as sustainable development accountability (Sudana et al., 2014). Following this idea, the blue 
print for reconceptualization of financial statements should reflect sustainable development accountability. 
5. New Faces of Financial Statements 
Financial statements that are reconceptualized to be part of sustainability accounting practices could preserve the 
business entities conformance to SD thought comprehensively. The spirit of SD should be embedded in the report, 
instead of placing it as additional or extra reports. As practical guidance, the report should comply with SD 
accountability. New faces of financial statements should pinpoint the economic, social and environmental 
accountabilities of the reporting organization. This idea is also supported by the emergence of changing orientation 
from decision-usefulness based to accountability based external reporting as argued by Ijiri (1983). Ijiri’s thought is 
furthered by Coy et al. (2001), which explicitly stated that “the current decision usefulness paradigm for external 
reporting cannot cope with this changing environment.” 
 
5.1 Statement of Assets and Its Sources 
 
Statement of assets and its sources is proposed as the name of report currently known as balance sheet or statement 
of financial position. On one side, this statement should give summary of all assets employed by the reporting 
organization in its business activities. To comply with SD accountability, this statement should consist of (1) asset for 
environment preservation and improvement purpose, (2) asset for social-community purpose, and (3) asset for 
economic purpose. The appearance of the first-two types of assets represents two pillars of SD that are missing in 
conventional balance sheet. These assets will elaborate the involvement of the reporting organization in making 
investment in environment and social purpose assets. 
On the other side, statement of assets and its sources should mention all sources of assets obtained by the reporting 
organization. It includes (1) invaluable obligation to environment, (2) invaluable obligation to society, (3) economic 
liability, and (4) shareholder’s equity. Both types of new obligation that should be stated in this report will portray 
awareness of the reporting organization about the existence of environment and society as important supporters of its 
activities.  
5.2 Statement of Revenues and Its Uses 
 
Statement of revenues and its uses is proposed as the name of report currently known as income statement or profit 
and loss statement. To portray that SD accountability is adopted by the reporting organization, this report should 
declare its (1) revenues from main business, (2) revenues from other sources, (3) expenditure for environmental 
conservation and improvement activity, (4) expenditure for social-community activity, and (5) expenditure for 
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economic activity. The existence of two types of expenditures added in this proposed report will clarify what actions 
taken by the reporting organization toward environmental conservation and improvement as well as social-community 
activities and how much money it spends to conduct these activities. Readers of this report will be able to clearly 
evaluate the involvement of the reporting organization in promoting efforts toward the achievement of SD goal. They 
will also easily find a clear picture and conclude how much money has been spent and which organizations are 
supporting the achievement of SD goal and which organizations are not. 
 
5.3 Statement of Cash Flows 
 
Traditionally, the statement of cash flows consists of three main items. To comply with accountability concept 
derived from SD spirit, two new items need to be added. Accordingly, this statement will consists of five items, namely 
(1) cash flows for environment conservation and protection activity, (2) cash flows from for social-community 
activity, (3) cash flows for (from) operating activities, (4) cash flows for (from) investing activities, and (5) cash flows 
for (from) financing activities. The addition of two types of cash flows in proposed report will clarify how much 
money spent by the reporting organization in its actions intended to conserve and improve the quality of environment 
and social-community in its surrounding area. 
 
5.4 Notes to Financial Statements 
 
Notes accompanying basic financial statements are functioned to give further detail on information that have been 
stated. With reconceptualization on elements stated in basic financial statements, the notes must follow. It can be 
employed by the reporting organization to disclose business activities that have been conducted and how these 
activities comply with SD thought. Notes to financial statements can be utilized as important vehicle to clarify 
conformance of the reporting organization to integrated concept more comprehensively. 
 
Reconceptualized financial statements to comply with SD thought might practically contributes to business and 
accounting practitioners. The accountability concept proposed in this study offers long-term, integrated and holistic 
view of business strategy. This concept is so fundamental for the existence and sustainability of business organization. 
For accounting policy makers and standard setters, the idea proposed in this study could be employed as a new way 
of thinking in building conceptual framework for financial reporting and, subsequently, the accounting standards. By 
adopting this thought, business and accounting practitioners may claim that they are supporting business organization 
to advance the concept of global corporate citizenship. It means a company should be seen as having rights, duties 
and responsibilities in society in the same way that citizens also have rights, duties, and responsibilities (Visser et al., 
2010:85). 
6. Conclusion 
This study is intended to find out the conception of financial statements that comply with the spirit of SD. The new 
concept should be able to integrate corporate sustainability information and traditional financial statements currently 
designed as separate reports. With this approach, the spirit of SD will be embedded in financial statements as 
recommended by IIRC and A4S. Accordingly, transformation of the current structure of financial statements is 
required to reveal conformance with SD thought. This study proposes that transformative action to integrate corporate 
sustainability information and traditional financial statements must be guided by a blue print derived from SD spirit. 
As human beings should bear economic, social, and environmental accountabilities, the blue print for 
reconceptualization should reflect sustainable development accountability. 
The statement of assets and its sources are proposed to contain these elements: (1) asset for environment 
preservation and improvement purpose, (2) asset for social-community purpose and (3) asset for economic purpose at 
the assets side, and (4) invaluable obligation to environment, (5) invaluable obligation to society, (6) economic 
liability, and (7) shareholder’s equity at liability and equity side. In the statement of revenues and its uses, reporting 
organization is proposed to declare these elements: (1) revenues from main business, (2) revenues from other sources, 
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(3) expenditure for environmental conservation and improvement activity, (4) expenditure for social-community 
activity, and (5) expenditure for economic activity. The statement of cash flows is proposed to contain these elements: 
(1) cash flows for environment conservation and protection activity, (2) cash flows from for social-community 
activity, (3) cash flows for (from) operating activities, (4) cash flows for (from) investing activities, and (5) cash flows 
for (from) financing activities. Additionally, notes to financial statements should be utilized as a media to clarify and 
disclose, in greater detail, conformance of the reporting organization to the integrated concept more comprehensively. 
The new concept of integrated financial statements will contribute to business organization in its effort to build 
long-term, integrated, and holistic view of business strategy. The idea proposed in this study could also be adopted by 
accounting policy makers and standard setters in building conceptual framework for financial reporting and 
accounting standards. Only after adopting the new concept, business and accounting practitioners may claim their 
support to advance the concept of global corporate citizenship. 
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